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The Honduran National Assembly has approved a bill to sell 51% of shares in the country's stateowned telecommunications company to modernize its operations. The Honduran government
insists that the sale of a controlling interest in the telecommunications company Empresa
Hondurena de Telecomunicaciones (HONDUTEL) is not a move toward privatization but a
capitalization of the company.
The government has been pressured by the International Monetary Fund (IMF) for years to privatize
HONDUTEL, and failure to do so has restricted the country's international borrowing (see NotiCen,
03/13/97).Under the bill passed by the Assembly, 51% of shares will be auctioned, 45% will be
retained by the state, and 4% will be given to employees. The current value of HONDUTEL is
estimated at between US$600 million and US$650 million. No potential bidders have been named.
Government officials say much of the money raised from the auction will be reinvested in the
telecommunications industry. Bidders must meet certain criteria before they can participate in the
auction, according to the Assembly bill. They must already be involved in the telecommunications
business and control at least 1 million service lines. Also, candidates are required to have annual
revenue of US$250 million.
Originally, the government had only been willing to sell 47% of HONDUTEL shares, with the state
retaining 51% and workers 2% of shares. However, those involved in negotiations found interested
firms were hesitant to enter a contract under those conditions. Minister of the Presidency Gustavo
Alfaro said the government was unsuccessful in "getting a foreign associate to come and invest in an
enterprise where it will have minority participation."

Government seeking bidders with capital to modernize system
In addition to its own reinvestment, the government is seeking an alliance with a firm that has
enough reserves to invest at least US$470 million beyond the base price for the shares, according to
Honduran Finance Minister Gabriela Nunez. The bill requires the winning bidder to extend services
to rural Honduras, including at least two public telephones for each community numbering more
than 500 residents.
To compensate for the heavy costs of modernizing the telecommunications industry in Honduras,
the government has offered potential investors control of most of the nation's wire telephone
services through 2020. While ownership of cellular services in Honduras is not mentioned in
the bill, potential bidders are not excluded from entering the cellular market. Before agreeing to
offer majority ownership in HONDUTEL, the Assembly set up a regulatory agency, the Comision
Nacional de Telecomunicaciones (CONATEL).
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The commission will oversee both the auction and the operations of the entire telecommunications
industry. CONATEL will issue permits, licenses, and registrations for all telecommunications
services including the transmission of data. CONATEL also will regulate the expansion of any
telecommunications networks or services. To ensure the transparency of the HONDUTEL auction,
the final sale must be approved by CONATEL, a special council appointed by President Carlos
Flores, and the Ministry of Finance. Overseeing the entire process is the Comptroller General of the
Republic, who will report to the Assembly. [Sources: Notimex, 07/30/98, 08/02/98, 08/03/98, 08/10/98,
08/18/98; El Tiempo (Honduras), 08/24/98, 09/04/98, 09/18/98; La Prensa (Honduras), 09/19/98; La
Nacion (Costa Rica), 09/25/98;]
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